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DEPARTMENT OF THE AIR FORCE AF REGULATION 170-8

Headquarters US Air Force SENIE 20 PAF
W‘lhinmn DC 20330-5000 m “ 15 J.nu.'y 1990
Comptroller

ACCOUNTING FOR OBLIGATIONS

This regulation establishes prerequisites for recording obligations. It applies to all Air Force Major Com-
mands (MAJCOMs), the Air National Guard (ANG), US Air Force Reserve (USAFR), separate operating
sgencies (SOAs), installations, and activities to which funds are made available for obligation. It super-
sedes all conflicting instructions published by HQ USAF pertaining to prerequisites for recording obliga-
tions. This regulation implements DOD Manual 7220.9-M, chapters 24 and 25, DOD Manual 7290.3-M,
chapter 3, and incorporates the fund control requirements of DOD Directive 7200.1.
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if recelved within the reporting period. Charges
for a time period beginning in one FY or allot.
merit period and ending in another FY or allot-
ment period are charged against the appropri-
ationor allotment current at the end of the time
period covered by the services. Services re-
ceived after the latest billing date may be ex-

“eluded. Record obligations for utility services
rendersd under contractual arrangements ac-
cording to section F.

Section F=-Obligations—Other Contrac-
tual Services and Acquisition of Supplies,
Materials, and Equipment

18. General. Obligations for pontractual ser-
vices and obligations resulting from acquisition
of supplies, materials, and equipment are based
on documents described in this section. Con.
tractual services provided for in sections C, D,
and E ars excluded.

a. Contractual obligations are based on bind-
ing written agreements. The agreements must
be in s form and for a purpose authorized by law.
Types of documents most commonly used are
contracts, purchase orders, unqualified notices
of sward, orders issued against indefinite quan-

" tity contracts, and basic ordering agresments.

b. The provisions of the documents and the
nature of the transactions involved determine
when obligations have been incurred and in
what amount. Follow the general rules and
principles pertaining to obligations of annual
and multiple-year appropriations and the prin-
ciplesinthissection. '

¢. Documents which serve only to reserve
funds administratively for specific use are not
obligations. Examples are scquisition direc-
tives, purchase requests, administrative com-
mitment documents, blanket purchass agree-
ments, and indefinite delivery-type contracts.

d. Contractual documents with provisions
for cash discounta for payment within a speci-
fled time may be recorded in the gross or net
amount, depending on local experience. Follow
proceduresin AFR 177-102, part one, chapter 2,

_to ensure payment within the discount period.

When contracts are recorded in nat amounts, in.
crease netobligations to gross whenever the pe-
riod avallable for taking the discount ends. Ad-
Just obligations recorded against expiring
appropriations from net to gross amounts at
FY=end for discounts which will be lost before
obligations are paid inthe next FY,

AFR 170-8 18 January 1890

¢. Do not record as obligations contractual
documents with specific provisions for a no—cost
termination before performance until the gov-
ernment's right to terminate has axpired. If an-
nual funds are involved, charge to funds current
when the government may no longer terminate

_ without eost.

18. Contracts Between the Air Force and
Contractors (Including Foreign and State
Governments and Agencies). Record ob-
ligations for various types of contracts as fol-
lows:

a. Firm Fixed-Price Contracts. Record an
obligation in the amount of the firm fixed price
stated in the contract.

b. Fixed-Price Contracts With Escala.
tion, Price Redetermination, or Incentive
Provisions. Record an obligation in the
amount stated in the contract or the target
price. Record obligations for contracts with an
incentive clause at the billing price. Record ob-
ligations for contracts having both & target and
ceiling price in the amount of the target. Adjust
the obligations recorded based on amendments
to the contract. -

¢. Cost-Reimbursement and Time and
Materials Contracts. Record obligations for
the total estimated cost shown in cost,
cost-sharing, cost-plus-fixed-fee (CPFF), cost-
plus~incentive-fee (CPIF), cost~-plus-award-
fee (CPAF), time-and-material, and la.
bor-hour contracts. Do not record obligations of
more than the maximum eurrant liability, in-
cluding the fixed fee in CPFF contracts, the tar-
get fes in CPIF contracts, or the base fee in
CPAF contracts. Adjust the obligations record.
ed based on amendments to the contracts.

d. Indefinite-Dellvery Contracts. There
are three types of indefinite—delivery contracts.
The appropriate type is used when the exact
times and or quantities of future deliveries are
not known at the time of contract award,

(1) Definitg~Quantity Contracts. When the
contract provides for a definite quantity at spe-
cific prices with delivery or performance at des-
ignated locations based upon an order, record an
obligation for the total amount at contract ex-
ecution.

(2) Requirements Contracts. Under these
contracts, the govarnment agrees to order all
supplies or services from specific contractors.
This type of contract is used when the govern-
ment anticipates recurring requirements but
cannot predetermine the precise quantities
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needed. Except for blanket delivery orders is-
sued against @ requirements contract, each
written order or call placed, not the contract it-
self, is recorded as an obligation upon issuance.
Base obligations of blanket delivery orders is-
sued against a requirements contract on receiv-
ing reports for supplies or written evidence of
services scheduled for performance. For ser-
vices, the written evidence may be a consolidat-
od periodic listing of work orders issued to the
contractor showing estimated dollar amounts.

(3) Indefinite-Quantity Contracts. These
contracts provide for an indefinite quantity but
do have a stated minimum (see FAR 16.504).
Deliveries are scheduled by placing erders with
the contractor. Record an obligation for the
minimum quantity amount whaen the contractis
awarded. Record additional obligations based
upon written orders issued for quantities in ex-
cess of the minimum,

e. Basic Ordering Agreemonts. A basic
ordering sgreement is a written instrument of
understanding between an agency and a con-
tractor, it is not a contract. The basie ordering
agreement should specify the point at which
each order becomes a binding contract, for ax-
ample, at issuance, acceptance, or failure to re-
ject within a speclfied number of days. Record
an obligation when the order becomes binding.
If firm prices have not been established, record
the amount shown on the order as the monetary
limitation or maximum as an obligation and ad-
justafter firm prices have been established.

f. Blanket Purchase Agreements (BPA).
A BPA is a simplified method of filling anticl-
pated repetitive needs for supplies or services
by establishing “charge accounts” with sources
of supply. Only suthorized individusls are al-
lowed to make purchases. All purchases made
under a BPA are consolidated at least monthly

and sent to the AFO. The AFO records all ob- -

ligations in the month the purchases or callsare
made. (Orders placed in one month which specl-
fy delivery in a subsequent month are obliga-
tions of the month in which delivery is made.)

g. Acceptance. Where the terms of & con-
tract or agreement described in d. through f.
above require the contractor to sccept a defini-
tive order, the obligation is created when the
contractor accepts the order in writing, delivers
the goods, or performs the services. Partial de-
livery or performance is evidence of acceptance
to the extent of such delivery or performance.
Delivery or performance must be made while
the funds are available for abligation.

h. Letter Contracts and Lettersof Intent.,

(1) When the offer and acceptance are spe-
cific and definitive enough to show the purpose
and scope of the final contract to be executed, &
letter contract or a letter of intent and any
smendments to them accepted in writing by the
contractor are documentary svidence to support
the recording of an obligation. The obligation
must be recorded in the amount stated as the
maximum liability under the letter or amend-
ment (see FAR 16.603).

(2) The maximum liability may be alimita-
tion on the amount of obligations that may be
incurred pending execution of a definitive con-
tract. In this case, the estimated amount of the
definitive contract, over and above the obliga-
tion recorded under the letter of intent, must be
carried as a commitment, pending execution of
the definitive contract, unless the letter of in-
tent provides that awarding of the definitive
contract is dependent upon eongressional ap-
propriation action.

L. Contracts Authorizing Variations in
Quantities To Be Delivered. Record obliga-
tions under these contracts for the value of the
quantity spacified for delivery, excluding vari.
ations. Adjust the obligstions to the value of
quantities delivered and accepted.

Jo Items Acquired Under Provisioning
Clauses and Contingency Items. These eri-
teris apply to obligations for:

(1) Items Acquired Under Provisioning
Clauses. Certain Air Force production contracts
for systems and end items of equipment contain
options which allow the Air Force to issue provi-
sioning orders for items such as sparas, repair
parts, or aerospace ground equipment. Provi-
sioning orders are issued agsinst the contract
on SF 30, Amendmaent of Solicitation/ Modifica-
tion of Contract. Estimated prices are shown for
each line item shown on the SF 30. Record ob-
ligations based on these estimated prices when
the SF 30 is issued to the contractor. Adjust the
obligations when final prices are agreed upon.
(Provisionéd itams for which firm prices have
been established are procursd by supplemental
agreement or by separats contract.)

(2) Contingency Items. A contract may pro-
vide for additional performance on the part of
the contractor. These provisions are called con.
tingency items and usually cover enginesring
changes, facilities, maintenance, repsirs, and
parts. When such additional performance is re-
guirod of a contractor, the obligation is :hown

y:
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¢. Record obligations which directly cite
MAP or IMET funds using rules applicable to
the particular obligating document.

d. Record obligations for reimbursable or-
ders when accepted in writing by the perform-
ing activity. .

¢. Record obligations for accessorial charges
based on MAP orders received. Use appropriate
factors to determine amountas.

f. Record adjustments of prior-year obliga-
tions and previously unrecorded obligations
against the funds current when the basic con-
tractororder was awarded.

32. Foreign Military Sales (FMS). Obligate
the FMS trust fund based on criteris of this reg-
ulation using the same rules that apply to Air
Force appropriated funds. Directcite FMS
trust fund obligation authority must be ob-
tained before Incurring obligations. FMS dl-
rect-cite payments cannot be made until ¢xpen-
diture authority is obtained from the Security
Assistance Accounting Center at AFAFC. The
Alr Force manages the FMS administrative
surcharge budget on an FY basis as an snnual
account. Record obligations against this ac-
count according to the policies in paragraph 7
for annual appropriations.

Section l—-Adjustments of Obligations

83. Adjustments to Contracts. FAR part 52
provides change clasuses in contracts or agree-
ments authorizing certain amendments or
modifications that may be made by the contract-
ing officer. The appropriation initially charged
when the contract was let is adjusted when the
amendment or modification is “within the
scope” of the origina) contract even though the
appropriation may have expired. If the amend-
ment or modification involves an “increase in
scope,” the change is considered a new obliga-
tion and is charged against funds currently
available for obligation. It cannot be charged to
an expired appropriation. If an increase in scope
adjustment involves a multiple-year appropri.
ation, more than one year’s appropriation may
be available for obligation. Obligate the FY ap-
propriation in which the line itam was ap-
proved; if no line item exists in accounts avall-
able for obligation,.charge the most current
multiple-year appropriation, subject to
SAF/ACB issuance of a revised program. The
contracting officer is primarily responsible for
determining whether a change is within the

AFR 170-8 18 January 1960

scope of the contract or is an incresse in scope.
In making such a determination, the contract-
ing officer must be guided by appropriste provi-
sions of the FAR, the DOD and AP FAR Supple-
ments, legal principles applicable to scope
changes, and the provisions of this directive.
This determinstion does not reliave the AFOQ of
responsibility to ensure that proper funds are
charged. In cases where no clear cut determina.-
tion can be made by the contracting officer, gen-
eral counsel should provide guidance and deter-
minations eoncerning the scope of the contract.
Basic guidance is outlined below.

a. The baseline scope of a contractis all work
contracted for prior to the expiration of funds.
This includes changes incorporated by modifi-
cation.

b. Increases in the quantity of the major
itemns called for by a eontract generally are not
authorized under the changes clause. If &
change increases the number of end items or-
dered on & contract, there is an incresse in the
scope of the contract. Changes in the quantity of
subsidiary items under a contract, such as spare
parts, generally are considerad to be within the
scope of a contract unless they are so significant
:hat they alter the basic contractual undertak-

ng.

e. Any modification of a service contract that
increases deliverable services or reports is an
increase in the scope of the contract. Examples
follow:

(1) A modification that adds a requirement
for on-site technical assistance and training to
a contract that provides for accounting and au-
diting services would be an increase in scope.
An increase in the number of people needed to
complete the contract, or to their level of exper-
tise, would be a within scope cost growth
change.

(2) A contract modification to provide re-
search and development for a new weapons sys-
tem that is designed to meet a specified srea of
threats, and reach given levels of performance
would normally be beyond the scope of the origi-
nal contract. The changes clause, however, au-
thorizes unilateral changes within the scope of
the contract, in specifications, drawings, and
designs. Therefore, 3 change in the specifica-
tions regarding levels of performance or threats
does not result in an automatie change in scope.
An increass in the number of people assigned Lo
the project, or increased costs due to travel in-
creases would be cost growth and be within the
scope of the original contraet.
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(3) A moditication that increases the num.- /

ber of hours to be worked or the level of exper-°

ience and training called for in a cost type level

of effort contract generally would be considered .

an increase in scope of the original contract. An
increase, however, indirect or indirect rates un-
der the contract would be a within scope cost
growth. :

d. Claims arising out of an original under-
taking would be funded from the appropriation
on the original contract, and claims arising out
of an increase in scope to the original contract
would be funded from the appropriation avail-
able and charged for the increase in scope.

¢. See AFR 170-21 for retroactive unit sales
price adjustments between DMS, AFIF, and
customers. o

f. Adjust obligations payable in foreign cur-
rencies that are not designated currencies un-
der a foreign currency fluctustion CMA account
when there are significant changes in the for-
eign currency exchange rates which have a ma-
terial effect on obligation amounts. To ensure
that obligations are accurately recorded at
FY-end, adjust obligations payable in foreign
currencies to the exchange rate current st
FY-end.

g The amount of a recorded obligation must
be adjusted to reflect an increase or decrease re-
sulting from a determination made pursuant to
the provisions of 50 U.S.C. 1431-1438 resulting
in the correction of 8 mistake or the formaliza-
tion of an informal agreement. These adjust.
ments must be recorded against the same source
of funds that originally was obligated when the
amendments or modifications do not change the
scope of the contract and thus do not result ina
new procurement. When the scope of the con-
tract is increased, the adjustment is chargeable
properly to the appropriation or fund available
atthe time of the execution of the amendment.

h. When an increase oceurs in the price of 1
or more items in & fixed-price contract contain.
ing an escalation ¢lause, a price redetermina-
tion clause or an incentive provision, or in the
fea in a cost-plus-award-fee or & cost-plus-
incentive-fee contract, an obligation must be
recorded in the amount of the increase at the
time the changed price or fee is determined in
accordance with the terms of the contract. The
obligation must be recorded against the same
source of funds that originally was obligated for
the contract.

i. Within scope upward obligation adjust.
ments against expired appropriations that ex-

PR~
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ceed $100,000 shall not be accomplished auto-
matically. Such adjustments must be submitted
to and approved by the Secretary of the Air
Force or his delegates before restoration of un.
obligated availability may be recorded in the ac-
counting records. The restoration process oc-
curs at the end of esch year. No “netting" of
upward adjustments against downward adjust-
ments are allowed w0 avoid this prior approval
requirement. (See AFR 177-101, paragraphs
28-2band 28-8, for additional guidance.)

34. Decreases—Cost-Type Contracts.
Decrease obligations on cost-type contracts
when the amount obligated exceeds the amount
the government will ultimately pay if there is
no change In scope of the contract.

a. Normally, make such a decreass upon re-
ceipt of a formal amendment to the contract.
The decrease may also be made by administra-
tive notice when the administrative contracting
officer (ACO) determines that an administra-
tive notice should be used to speed the recoup-
ment of funds. Where administrative notice is
used, an authorized representative of the con-
tractor must agree to the decrease. This may be
done informally; for example, the contractor's
representative may countersign a signed copy of
the letter from the ACO to the contractor in-
forming contractor of the proposal to decrease
the amount of the obligation, and return that
copy to the ACO. An oral agreement by the con-
tractor’s representative is not acceptable. The
ACO determines the need for adjustments of ob-
ligated funds on contracts sssigned. Based on
recommendations of the ACO, the procuring
contracting officer prepares and executes con-
tractual documents to show deobligation or
reobligation of funds for completion of the scope
of work in the contract.

b. Later, if a reinstatement of funds is neces-
sary, the obligation may be increased. Increase
the obligation amount using the same informal
procedure suggested in paragraph a. above.
However, such increase must not exceed the
amount of funds previously decreased by ad-
ministrative notice and must be available to the
procuring contracting officer for the purpose.

38. Decresses—Cortain Fixed-Price Con-
tracts. Obligations evidenced by fixed-price
contracts with escalation, price redetermina-
tion, or incentive provisions may be decressed
per paragraph 34. In addition, a determination
may be made by the contracting officer, and ap-
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